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Pursuant to lowa Code 105.9, the lowa Plumber, Mechanical Professional, and Contractor Licensing

Board (PMB) submits the following annual budget report to the lowa State Legislature. lowa Code

105.9 requires the board to demonstrate that revenues remain within 10% of expenditures over a

period of at least three years.

Licensing renewal status as of June 30, 2012:

The board issued 25,532 total licenses through December 31, 2010. Those licenses were eligible
for renewal in calendar years 2011 and 2012. As of June 30, 2012 only 21,762 licenses had been
renewed. Very few licenses are scheduled for renewal between July 1, 2012 and December 31,
2012. This results in an approximately 14% reduction in the number of licenses issued by the
board that will impact future revenue. The reason for this reduction is not fully understood.
Future reductions in renewals cannot be reasonably projected.

The 21,762 licenses are held by 11,424 individuals. Approximately 75% of the licenses issued
are held by one individual who holds multiple licenses (e.g. Master Plumber, Master HVAC held
by the same person).

With a new three year license taking effect January 1, 2011 roughly 95% of all license renewals
and associated revenue generation will occur on a three year cycle occurring in calendar years
2014, 2017, 2020, etc..

Beginning in November 2012 the board will be issuing contractor licenses pursuant to lowa Code
105.18. The purpose of the contractor license is to ensure that business owners in the plumbing
and mechanical trades possess adequate bonding and insurance as a means to provide financial
protection for lowa consumers. The initial license fee will be waived for anyone who obtains the
contractor license prior to January 1, 2014.

FY11/FY12 expenditures and projected annual budget through State Fiscal year 2016:

Expenditure Summary FY2011 & 2012

State Fiscal Year Revenue Expenditures Balance
(includes. carryover)
2011 $3,703,266 $964,052 $2,739,214
2012 $2,846,246 $1,013,649 $1,832,012
Projected Revenue and Expenditures FY2013 through 2016
2013 $1,832,012 $1,283,297 $598,715
2014 $2,125,044 $1,283,297 $841,747
2015 $2,528,742 $1,283,297 $1,245,445
2016 $1,758,745 $1,283,297 $475,448

NOTE: A more detailed budget report for the FYO9 through FY13 period can be found on page 3 of this

report.
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Assumptions:

2011 legislation changes licenses from a 2 year to a 3 year license. This change results in zero
licenses set to renew in calendar year 2013.

Statutorily established fees through December 31, 2012. The board is currently evaluating a
new licensing fee structure that will become effective sometime after January 1, 2013.
Projected revenues in the table above are based on using a license fee of $275 and $125 for the
Master and Journey license. Each license is good for a period of three years, resulting in
approximately $92/year for the master license, and $42/year for the journey license. Draft rules
reflecting these fees will be presented to the board in December for Notice of Intended Action.
The projected expenditures for FY13 through FY16 are made based on the assumption that the
four year total expense will not exceed the annual average of $1,283,297. Annual expenditures
vary significantly with renewal cycles due to the accompanying software fee incurred for each
licensing transaction. In years with a large number of renewals the software costs are much
higher than in years with few or no renewals.

Evidence suggests that an additional investigator for the board may be necessary to investigate
complaints against licensees. This need will be monitored closely over the next 12 months
before any major changes in budgeting are made.

It is anticipated that another reduction in the number of licenses renewed in 2014 will result in a
reduction in revenue. However, that projection cannot be reasonably predicted and has not
been reflected in the numbers above. Some offset of this reduction will be made with new
licenses issued. Affects from these factors will be monitored closely in calendar year 2014 when
the next significant renewal cycle occurs.

Assumption that no additional significant changes in legislation affecting the board are made.
The statute governing this board has experienced significant legislative modifications each year
since 2007.

Conclusions:

1. This budget report was developed using a limited understanding of the long term trends of the
expenditures for this board, due in large part to the annual legislative changes.

2. This report was created in part using historical data that does not fully represent current
program needs. For example, the board expects that the renewal rate may have been skewed
due to the fact that all renewals in 2011 and 2012 were done at no cost. If a full renewal fee
had been charged the percentage of licenses not renewed may have been higher.

3. This budget shows a four year estimated budget from FY13 through FY16 of $3,849,891, with an

ending balance of $475,448. This brings the revenue to within 12.3% of expenditures for the
four year budget period. It also demonstrates a gradual reduction in the carryover amount,
coupled with the potential for lower than projected revenues, may achieve the 10% goal within
the projected FY13 — FY16 budgeting period.
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